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SECURITIES  AND  EXCHANGE  COMMISSION 
agency:  Securities  and  Exchange  Commission. 
action:  Publication  of  Statement  Concerning 
Commission  Consumer  Affairs  Activities. 

summary:  The  Securities  and  Exchange  Commission  is 
issuing  this  release  to  inform  the  public  of  the  nature, 
scope,  and  future  direction  of  its  consumer  affairs 
program.  The  release  discusses  five  elements  of  the 
Commission’s  program — the  Commission’s  efforts  to 
institutionalize  the  consumer  perspective,  the 
Commission’s  mechanisms  for  consumer  participation 
in  Commission  decision-making,  the  Commission’s 
dissemination  of  informational  materials  concerning 
its  work,  the  Commission’s  program  to  educate  and 
train  its  staff  with  respect  to  consumer  interests,  and 
the  Commission’s  investor  complaint  handling 
procedures.  In  addition,  the  Commission  is  soliciting 
public  comment  concerning  the  effectiveness  of  its 
existing  consumer  affairs  efforts  and  the  specific 
points  covered  in  this  release. 

DATE:  Comments  must  be  received  by  March  10. 1980. 
ADDRESS:  Comments  should  be  addressed  to  George 
A.  Fitzsimmons.  Secretary,  Securities  and  Exchange 
Commission,  500  North  Capitol  Street,  Washington, 
D.C.  20549,  in  triplicate  and  refer  to  File  No.  4-228. 

FOR  FURTHER  INFORMATION  CONTACT:  Ann  C. 

Stansbury,  202-523-3952. 

SUPPLEMENTARY  INFORMATION:  The  Securities  and 
Exchange  Commission  is  issuing  this  release  to  advise 
the  public  of  the  nature,  scope,  and  future  direction  of 
its  consumer  affairs  programs.*  The  Commission  has 
long  been  sensitive  to  the  need  to  take  the  views  of 
individual  investors  into  account  in  its  decision¬ 
making  process  and  to  be  responsive  to  their  needs 
and  viewpoints.  In  May  1976,  the  Commission 
established  its  Office  of  Consumer  Affairs  to 
institutionalize  within  the  Commission  responsibility 
for  matters  affecting  the  interests  of  individual 
investors.  Because  the  Office  has  now  been  in 
existence  for  a  significant  length  of  time,  the 
Commission  believes  it  appropirate  to  obtain  the 
views  of  the  investing  public  concerning  its  operations. 

Moreover,  on  September  26, 1979,  President  Carter 
issued  Executive  Order  No.  12160  entitled  “Providing 
for  Enhancement  and  Coordination  of  Federal 
^  Consumer  Programs.”  That  order,  which  is  not  binding 
on  the  independent  regulatory  agencies  like  the 
Commission,  directs  the  executive  agencies  to 
implement  consumer  affairs  programs,  similar  to  the 
Commission’s  existing  consumer  affairs  activities. 
While  the  Commission  is  not  subject  to  the  executive 
order,  it  has  elected  to  respond  to  the  objectives  of  the 
President’s  directive  by  publishing  this  release 
concerning  the  Commission’s  existing  program. 

Executive  Order  No.  12160  asks  that  the  agencies 
subject  thereto  promulgate  a  “draft  consumer 
program"  in  the  Federal  Register.  In  order  to  assist  the 
public  in  comparing  the  Commission’s  program  with 
those  now  required  of  the  executive  agencies,  the 


*In  the  context  of  the  Commission's  activities,  the  word  “consumer”  is 
used  to  refer  to  individual  investors. 


Commission  has  set  forth  below  a  description  of  its 
program  under  the  same  five  headings — consumer 
affairs  perspective,  consumer  participation, 
informational  materials,  education  and  training,  and 
complaint  handling — as  are  mandatory  for  those 
agencies  subject  to  the  Executive  Order. 

I.  CONSUMER  AFFAIRS  PERSPECTIVE 

Information  about  the  needs  and  interests  of 
individual  investors  is  important  to  the  Commission’s 
decisionmaking  and  to  the  fulfillment  of  its  statutory 
purposes.  In  order  to  enhance  its  awareness  of  and 
responsiveness  to  such  needs  and  interests,  the 
Commission  in  May  of  1976  established  an  Office  of 
Consumer  Affairs  (“OCA”).  OCA  is  responsible  for 
processing  complaints,  as  well  as  representation  of  the 
interests  of  individual  investors  as  a  class  in  matters 
before  the  Commission.  For  administrative  purposes 
OCA  is  among  those  offices  which  report  to  the 
Executive  Director,  as  reflected  on  the  organization 
chart.  The  OCA,  however,  has  independent  program 
responsibility  and  say  submit  its  views  and 
recommendations  directly  to  the  Commission  without 
prior  review  by  any  intermediate  program  manager. 
The  Commission’s  OCA  staff  includes  attorneys, 
consumer  affairs  specialists,  and  support  staff. 

OCA  is  apprised  of  opportunities  for  participation  in 
policy  and  program  development  through  regular 
contact  with  the  staff  members  of  other  offices  and 
divisions.  OCA  routinely  receives  copies  of  items 
scheduled  for  Commission  consideration,  which  are 
reviewed  for  the  potential  effect  on  individual 
investors  of  proposed  Commission  action.  OCA  may 
then  formulate  its  position  on  such  matters  and  make 
recommendations  accordingly. 

OCA  may  participate  at  every  level  of  agency 
decisionmaking.  Such  participation  may  be  through 
informal  discussion,  exchange  of  memoranda, 
membership  on  agency  task  forces  and  working  groups 
where  appropriate,  meetings  with  Commissioh 
members  and  their  staffs,  and  memoranda  to  the 
Commission.  Memoranda  submitted  to  the 
Commission  by  OCA  are  considered  together  with 
those  of  other  ofHces  in  decisionmaking.  The  staff  of 
OCA  is  authorized  to  participate  in  Commission 
meetings  in  order  to  present  recomendations  and  to 
articulate  its  views  on  matters  before  the  Commission. 

In  addition  to  participating  in  policy  and  program 
development,  OCA  has  primary  responsibility  within 
the  Commission  for  responding  to  investor  complaints 
and  inquiries.  OCA  uses  material  obtained  primarily 
from  analysis  of  complaints  to  carry  out  its  role  of 
advising  ^e  Commission  and  staff  about  the  concerns 
and  interests  of  investors.  Other  offices,  including  the 
regional  ofHces  of  the  Commission,  have  staff 
members  who  respond  to  investor  complaints  and 
inquiries,  and  OCA  frequently  refers  complaints  to 
staff  members  who  are  most  familiar  with  the  subjects 
of  complaints.  OCA  is,  however,  responsible  for 
overall  coordination  of  the  Commission’s  complaint 
processing  program. 
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II.  CONSUMER  PARTICIPATION 

Investors  may  participate  in  Commission 
decisionmaking  through  the  regular  public  comment 
process.  Comment  may  be  solicited  through  advance 
notices  of  proposed  rulemaking,  proposed  rules  and 
announcements  of  applications,  inaccordance  with  the 
Administrative  Procedures  Act.  In  addition,  public 
hearings  occasionally  are  held  at  various  locations 
throughout  the  country  in  order  to  obtain  a  broad 
range  of  viewpoints  on  subjects  of  Commission 
rulemaking. 

Participation  in  decisionmaking  by  individual 
investors  also  may  take  place  indirectly  through  the 
OfHce  of  Consumer  Affairs,  which  considers  letters 
from  the  public  to  be  valuable  sources  of  information 
about  investor  interests  and  needs.  Participation  by 
OCA  in  staff  discussions  can  result  in  representation 
of  investor  interests  at  earlier  stages  of 
decisionmaking  than  the  public  comment  periods. 

In  the  releases  announcing  final  actions  on  matters 
for  which  public  comment  has  been  sought,  the 
Commission  undertakes  to  respond  to  all  comments 
received,  including  those  fi'om  individual  investors.  In 
this  connection,  the  Commission  may  ask  OCA  to 
prepare  seprate  analyses  of  investor  comments  for 
Commission  consideration,  as  appropriate. 

The  Commission,  through  its  OCA  and  Office  of 
Public  Affairs,  strives  to  provide  meaningful 
information  to  individual  investors  about  opportunities 
for  participation  in  agency  decisionmaking  for  the 
purpose  of  soliciting  the  views  of  those  persons  who 
may  be  affected  by  the  implementation  of  Commission 
proposals. 

In  general,  the  Commission  has  an  ongoing  system 
for  informing  the  press  about  Commission  actions, 
including  those  matters  for  which  comment  is  solicited. 
The  Commission  provides  information  to  a  broad 
range  of  publications,  as  well  as  the  broadcast  media, 
which  may  be  more  accessible  to  individual  investors 
than  the  Federal  Register. 

In  addition,  the  Commission  has  a  system  for  mailing 
proposals  to  interested  persons  to  encourage 
submission  of  comments  for  inclusion  in  the  public 
record.  The  Commission  is  interested  in  receiving 
comments  and  suggestions  from  the  public  regar^ng 
ways  in  which  the  Commission  might  communicate 
more  effectively  with  and  obtain  the  views  of 
individual  investors  regarding  Commission  proposals. 

III.  INFORMATIONAL  MATERIALS 

The  Commission  recognizes  that  individual  investors 
must  be  informed  about  the  functions  and 
responsibilities  of  the  Commission  in  order  to  respond 
to  proposed  agency  actions.  In  addition,  the 
Commission  believes  that  investors  should  be  better 
informed  about  the  services  offered  by  the 
Commission,  particularly  the  complaint  handling 
functions  of  OCA. 

The  Commission  has  published  several  brochures 
and  audiovisual  materials  to  educate  investors  about 
aspects  of  the  market  place,  the  work  of  the 


Commission,  and  types  of  fraudulent  schemes  of  which 
investors  ought  to  be  aware. 

The  Conunission  plans  to  revise  and  upgrade  its 
informational  materials  for  the  public  to  include  more 
practical  advice  and  information.  With  respect  to 
services  offered  by  the  Commission,  the  Commission 
plans  to  update  its  booklet  The  Work  of  the  SEC  to 
include  additional  information  about  its  services, 
including  public  information  and  complaint  handling. 

In  addition,  a  separate  pamphlet  will  be  published  to 
explain  the  Commission’s  procedures  for  handling 
complaints  and  the  type  and  degree  of  assistance  that 
can  be  rendered  to  in^viduals. 

Pamphlets  will  be  distributed  by  the  Commission’s 
staff  upon  request  and  through  the  Federal  Information 
Center  in  Pueblo,  Colorado. 

The  Commission  also  furnishes  materials  to  the 
press  from  time  to  time  for  the  purpose  of  educating 
investors,  and  also  to  inform  investors  about  pending 
Commission  rulemaking  proceedings,  in  an  effort  to 
enhance  investor  participation  in  such  proceedings. 

With  respect  to  information  about  matters  to  be 
considered  at  public  Commission  meetings,  the  office 
responsible  for  an  agenda  item  currently  submits  a 
clear,  concise  summary  to  the  Office  of  the  Secretary 
prior  to  the  Commission  meeting  at  which  the  item  will 
be  considered.  The  Secretary  is  responsible  for  making 
these  summaries  available  to  members  of  the  public 
who  attend  public  meetings,  at  the  entrance  to  the 
meeting  room.  The  summaries  are  required  to  be  easily 
comprehensible,  listing  the  issues  expected  to  be 
considered  by  the  Commission  during  the  course  of  the 
discussion.  An  announcement  is  made  at  the  opening 
of  each  public  meeting  that  the  sununaries  are 
available. 

IV.  EDUCATION  AND  TRAINING 

The  Commission’s  OCA  is  responsible  for  educating 
other  Commission  staff  members  about  the  Order  and 
the  Commission’s  consumer  program.  For  example, 
OCA  will  participate  in  orientation  programs  for  new 
persoimel  for  the  purpose  of  explaining  the  piuposes 
and  role  of  OCA  in  the  work  of  the  Commission.  In 
addition,  information  about  the  Order  and  programs 
concerned  with  individual  investors  will  be  circulated 
to  Commission  members  and  senior  Commission  staff 
members  by  memorandum. 

Consumer  affairs  personnel  assigned  to  OCA 
currently  receive  on-the-job  training  by  responding  to 
investor  complaints  of  increasing  degrees  of  difficulty. 
In  addition,  they  are  encouraged  to  participate  in 
training  programs  on  technical  subjects  both  within 
and  outside  the  Commission  in  order  to  provide  more 
informative  responses  to  investor  inquiries  and 
complaints.  Selection  of  consumer  affairs  personnel  for 
participation  in  such  training  programs  is  based 
primarily  on  budget. 

V.  COMPLAINT  HANDLING 

The  Commission  views  investor  complaints  as  an 
important  source  of  information  about  investor 
concerns  and  about  possible  violations  of  the  federal 
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securities  laws.  The  Commission  therefore  seeks  to 
heighten  public  awareness  of  the  Commission’s 
complaint  handling  facilities  in  a  number  of  ways.  For 
example,  the  Commission  has  a  number  of  educational 
brochmes  for  public  distribution.  Each  brochure 
contains  a  list  of  regional  and  branch  offices  of  the 
Commission,  including  the  addresses,  telephone 
numbers  and  states  covered  by  each  regional  ofHce. 
The  brochures  also  provide  the  address  and  telephone 
numbers  of  the  Commission’s  OCA  and  Office  of 
Public  Affairs. 

From  time  to  time  the  Commission  issues  releases 
regarding  securities  industry  practices  that  may  be 
harmful  to  investors.  At  the  end  of  each  such  release, 
we  advise  the  public  to  contact  OCA  if  they  have  any 
inquiries  or  complaints,  giving  the  address  of  the 
office.  See,  for  example.  Securities  Exchange  Act 
Release  No.  15194  (September  28. 1978)  [43  FR  46397] 
regarding  certain  practices  of  broker-dealers. 

In  addition,  writers  of  fmancial  columns  sometimes 
advise  investors  with  inquiries  and  complaints  to 
contact  the  Commission’s  OCA.  Any  informational 
materials  on  topics  of  interest  to  individual  investors 
which  are  distributed  to  the  press  will  include  the 
address  of  the  Commission’s  OCA.  to  which 
complaints  and  inquiries  may  be  addressed. 

OCA’s  procedures  for  complaint  processing  are  as 
follows:  OCA  requests  that  most  complaints  be  in 
writing  and  be  sent  directly  to  OCA.  OCA’s  system  for 
logging  in  complaints  and  inquiries  in  standard  format, 
including  telephone  complaints,  is  computerized.  Each 
complaint  or  inquiry  is  assigned  its  own  unique 
number  and  certain  information  is  extracted  from  each 
complaint  or  inquiry  for  retention  in  the  computer.  The 
information  includes  the  name  of  the  complainant,  the 
name  of  the  entity  involved,  the  type  of  complaint  and 
the  dates  of  correspondence. 

Certain  complaints  received  by  OCA  are  forwarded 
to  other  offices,  divisions  or  regional  or  branch  offices 
of  the  Commission  for  investigation  and  analysis 
where  appropriate.  OCA  has  a  system  for  tracking  all 
complaints  handled  by  the  office  and  forwarded  to 
other  divisions  and  offices,  including  regional  and 
branch  offices,  for  responses.  This  system  advises  the 
receiving  office  of  an  expected  due  date  (generally  two 
to  three  weeks  from  the  date  of  referral).  A  monthly 
computer  printout  advises  the  receiving  office  of  all 
outstanding  complaints. 

OCA  has  a  format  for  acknowledging  complaints 
and  inquiries  which  are  forwarded  to  another  office  or 
division,  including  regional  and  branch  offices,  for 
responses.  In  most  cases  acknowledgments  are  sent 
within  5  days  from  the  receipt  of  a  complaint  or 
inquiry.  Acknowledgments  are  signed  by  a  senior 
OCA  staff  member. 

OCA  has  a  format  for  responding  to  complaints  and 
inquires  which  it  handles.  In  general,  it  is  OCA’s  goal 
to  handle  such  corresondence  within  three  weeks  from 
the  date  received.  In  those  matters  in  which  a  report  is 
requested  from  the  entity  involved.  OCA  requests  an 
expected  date  of  return  from  the  entity  and.  if  it  is  not 
obliged,  OCA  sends  follow-up  requests.  Responses  are 


signed  by  either  the  person  handling  the  complaint  or 
a  senior  OCA  staff  member.  OCA  receives  monthly 
computer  reports  of  statistics  on  complaints  and 
inquiries,  which  are  used  for  agency  policymaking. 
Such  reports  reflect  the  number  and  types  of 
complaints  received  against  an  entity.  Other  computer 
reports  also  are  available  to  the  staff. 

OCA  reports  to  the  Chairman  and  division  directors 
regarding  the  number  and  types  of  complaints  received 
involving  registered  entities,  and  the  pattern  and 
policy  implications  of  such  complaints. 

OCA  has  an  ongoing  program  for  assessing  its  own 
procedures.  OCA  has  perfomed  two  surveys  in  the 
past  year  to  determine  if  complainants  were  satisfied 
or  not  satisfied  with  the  promptness  and  quality  of 
handling  of  their  complaints.  We  plan  to  continue 
these  surveys  in  the  future.  OCA  can  also  evaluate  the 
promptness  of  agency  responses  from  its  computer 
systems  for  complaint  handling.  Certain  computer 
reports  reflect  the  number  of  days  between  the  date  on 
which  a  letter  is  received  and  the  date  on  which  a 
matter  is  closed.  In  addition,  the  system  has  a  code  for 
“thank  you”  letters,  which  are  letters  from 
correspondents  indicating  that  their  complaint  has 
been  satisfactorily  resolved  by  us  on  their  behalf. 

The  Commission’s  complaint  handling  system  was 
evaluated  in  1975  and  reevaluated  in  1978  by 
Technical  Assistance  Research  Programs,  Inc.  (TARP) 
contracted  by  the  United  States  Office  of  Consiuner 
Affairs.  In  1978,  the  Commission  received  an  excellent 
rating  on  all  categories  involved  in  this  study. 

OVERSIGHT 

The  Director  of  the  Commission’s  OCA  reports  to  the 
Commission  through  the  Executive  Director,  as 
described  in  Part  1.  The  Director  is  compensated  at  the 
GS-14/15  level.  The  Director  is  responsible  for 
coordination  of  all  consumer  affairs  functions  within 
the  agency,  including  complaint  handling  and 
representation  of  consumer  interests  in  development 
of  agency  programs.  The  Director  interacts  with  other 
senior  level  staff  members  to  see  that  the  interests  of 
individual  investors  are  adequately  considered  in 
decisionmaking. 

CONCLUSION  ^ 

The  Commission  is  publishing  information  about  its 
consumer  affairs  program  in  order  to  increase  public 
awareness  and  understanding  of  the  Commission’s 
responsibilities  and  services.  The  Conunission  invites 
public  comment  on  the  operation  and  structure  of  its 
program.  In  particular,  the  Commission  is  interested  in 
receiving  suggestions  for  ways  in  which  to  encourage 
the  submission  of  views  by  interested  individual 
investors  regarding  those  items  on  which  public 
comment  is  solicited. 

Dated:  November  26, 1979. 

By  the  Commission. 

Shirley  E.  Hollis, 

Assistant  Secretary. 

(FR  Doc.  79-36983  Filed  12-7-79;  6:45  am] 
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